Spillover reports explore the external effects of policies in five systemic economies based on the issues identified by partners. Without reprising all the results (Box 1) and nuances, this paper draws some overarching lessons from the exercise for the global policy debate:
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Box 1. Main Messages from the Five Spillover Reports
 With US shocks transmitted mainly via financial channels, strong regulation, supervision, and crossborder cooperation are crucial. But as the specifics of implementing the Dodd-Frank law are still unclear, there is a high risk of regulatory arbitrage.
 Looking back, QE1 yielded larger effects on foreign bond yields and currencies than QE2, reflecting the more stressed financial conditions in 2009. Looking ahead, the main risk from monetary exit is that expected tightening will reverse the rise in emerging market (EM) capital inflows and currencies.
 Fiscal consolidation has manageable negative growth spillovers in current conditions and arguably tackles a key global tail risk by enhancing US fiscal credibility.
 Direct spillovers from stress in Euro Area (EA) program countries are manageable.
 But if this stress were to cast doubt on the soundness of core EA banks, the spillovers to the rest of the world would be large-in many cases as large as after Lehman (and now with less policy space).
 EA fiscal consolidation has only minor contractionary demand effects on the rest of the world. The impact could even be positive if it lowers the high risk premiums on sovereign debt in many EA countries.
 A disruption to China's so-far-steady growth, including from stresses in its unbalanced growth model, hurts partners and commodity producers.
 Currency appreciation alone yields only modest growth spillovers. Significant positive spillovers require broader reforms to cut savings and raise depressed factor costs.
 Reserve build up may be pushing down advanced country yields and hence capital out to EMs, though the effect is likely smaller than from other push and pull factors. It is otherwise unclear if China's closed capital account is diverting capital flows to EMs.
 The UK financial system is key to global stability, requiring a top notch regulatory and supervisory regime. There would be a potential for adverse spillovers if the UK were prevented by pan-EU rules from adopting a suitably ambitious regime.
 Tighter liquidity, capital, and leverage rules, and macro-prudential policies, would lower systemic risk. However, liquidity self-sufficiency requirements can lead to costly trapped pools of liquidity in the absence of cross-border protocols and understandings.
 Given the risk of regulatory arbitrage, the UK needs to be vigilant to not become a magnet for risks regulated out of other jurisdictions, e.g., on derivatives trading and on the application of leverage limits.
 Supply chain disruptions from Japan's recent earthquake are transitory.
 Spillovers from fiscal consolidation are mild, especially if accompanied by structural reforms, and mostly confined to Asia.
 The bigger risk is a souring of confidence in sovereign debt, which could hit other high debt countries. 
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Without reprising all the results of the five spillover reports, this paper sets out some 
II. IMPLICATIONS FOR POLICIES
4.
The five economies taken up by spillover reports are all systemic, but each is systemic in its own way. The US and EA are both large, but it is the former that is at the center of the global financial system; China 
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By the same token, were the current path of fiscal policy to lead to a loss in confidence in sovereign debt sustainability, the consequences for the rest could be enormous. 
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The immediacy of the financial channel for propagating shocks also means that the world has an important stake in its stabilityand therefore in avoiding gaps and inconsistencies in regulation and supervision. Current implied probability of distress compared to expected probability of distress in non-EA banks... 
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11.
Four points about the process warrant special mention.
12.
First, by design, the focus of 
19.
Nevertheless, the initiative has one important thing going for it: the fact that it takes up issues raised by partner countries, and does so in a confidential setting that allows the airing of views otherwise papered over in Fund surveillance. Importantly, the process brings a more multilateral perspective to policy advice in Article IVs, which has been a long-standing demand of the membership.
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In this first round, spillover reports 
